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SECRETARY'S REPORT. 



The American Economic Association held its third 
annual meeting^ on December 26-29, 1888, in the hall 
of the University of Pennsylvania, at Philadelphia. 

On Wednesday evening, December 26, a recep- 
tion was given to the members of the association by 
the Historical Society of Pennsylvania, at their hall, 
Locust and 13th streets. 

Thursday, December 27, 1888. 
Morning Session. 
The meeting was called to order by the President, 
Gen. Francis A. Walker. 

The first paper was read by Professor J. B. Clark, 
of Smith College, on the " Possibility of a Scientific 
Law of General Wages," of which the following 
abstract is given: 1 

[Abstract of Professor Clark's Paper.'] 

To get universal and comprehensive law of wages 
the study at the outset nrust be remorselessly theoret- 
ical and must disregard counter influences which 
modify, but cannot annul it. In agriculture the 
wages of the laborer are regulated by what he pro- 
duces on no-rent land; there is determined the price 
of his products also. Regarding land as one form of 
capital employed in production, we may extend 
the application of the no-rent theory to all in- 

^his paper has appeared in full in Volume IV, No. 1, of the pub- 
lications of the Association, March, 1S89. 
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struments of production and say that the wages of 
all labor is determined by the earnings of the la- 
borer employed within the no-rent margin. To 
define more precisely the limits of this margin the 
law of diminishing returns is applied to both labor 
and capital. Given a fixed supply of labor and an 
increasing supply of capital, or a fixed supply of capi- 
tal and a decreasing supply of labor and a rise of 
wages ensues; reverse the conditions and wages fall. 
Hence the laborer's salvation must come through a 
greater proportionate increase of capital as compared 
with population. Under perfect competition labor 
and capital get each what it produces, and neither 
plunders the other. As a corollary of the law it is 
shown through a reductio ad absurdum method, that 
both wages and interest enter into the price of pro- 
ducts in due proportion. 

On the conclusion of Professor Clark's paper, a 
second contribution to the study of the wages ques- 
tion was presented by Mr. Stuart Wood, of Philadel- 
phia, a doctor of philosophy of Harvard University, 
and a member of the Pennsylvania Historical So- 
ciety. 1 

A condensed account of Dr. Wood's " Theory of 
Wages " follows: 

[Abstract of Dr. Wood's Paper.] 

The history of modern Socialism and its allied 
movements shows the need of a true theory of wages 
to replace the old " wage-fund " theory. The price 
of all labor is regulated by its final utility, the utility 

'The complete text of this paper forms apart of Volume IV, No. 
1, of the publications of the Association, March, 1889. 
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of that portion which conies into use last, and is least 
highly valued. But in most kinds of production labor 
may be replaced by capital. Hence the law: "The 
price of a given amount of labor is the same as the 
price paid for the use of such an amount of capital as 
would replace that labor in those employments where 
labor and capital are interchangeable and where 
either can be used to equal advantage." But since 
the problems of wages and interest are inseparable 
the law merely serves to show the conditions with 
which price must comply so as to equalize demand 
and supply. The rates of wages and interest move 
on sliding scales, which may rise or fall, either con- 
jointly in accordance with the law of supply and de- 
mand, or inversely, according to the relative utility of 
equivalent portions of labor and capital. In one kind 
of production capital will be most profitably em- 
ployed; in another, labor. Between these extremes 
lies a region of variable interchangeability which sets 
the law for the whole. Special modifications of this 
law are necessary wherever the state of perfect com- 
petition and absolute mobility of labor and capital 
do not exist. 

In the discussion which followed the reading of 
these two papers on the wages question, Mr. Hugo 
Bilgram, of Philadelphia, referred to the observed 
fact, that an increase of capital and lahor of the 
same cost is followed by a like increase in produc- 
tivity; yet, he said, this is not due to the inert relation 
of capital and labor, but to the choice of the 
employer. It may be possible to discover a point 
where the product of labor and capital, from the 
standpoint of the entrepreneur, is at a maximum, 
but the proposition has no bearing on the real return 
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to labor — the law for the latter must be looked for 
in the principle, that, whatever a man produces or 
gets for his product, is his wage. 

Dr. E. T. Ely wished to point out a few limitations 
to the principles that had been urged. He said that 
Professor Clark and others who treat these subjects 
in like manner, look toward a point to come, and 
fail to consider the progress which must take place 
before we reach our goal; whereas, we never reach 
our ideal, but are always moving towards it. Also, 
by the rate of interest is meant the return on capital 
that seeks investment, that is, the return open to the 
public at large; but in fact, capital is not equally 
remunerated. Certain construction companies, of 
whom he had been reliably informed, had received 
from one hundred to one hundred and twenty-five 
per cent on their capital invested. Likewise the 
increased capitalization without increased investment 
of capital must be taken into consideration. Again, 
how can Professor Clark' s principle apply to street- 
car and electric-light companies where competition 
does not hold good ? 

Professor G. M. Steele thought that Professor 
Clark did not make allowance for the application of 
labor in. bringing new lands into cultivation. Such 
land frequently yields four to six times as much, 
according to area, as other lands already cultivated. 

In reply, Professor Claz-k held that the clearing of 
land is the investment of new capital, but that when 
once invested it will produce its effect on the rate of 
wages very appreciably, if no more laborers are 
employed in cultivating the land than before. 

The third paper of the morning session was read 
by Professor Francis 1ST. Thorpe on " Some Economic 
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Aspects of Manual Training," of which the following 
condensation is given. 

[Abstract of Professor Thorpe' s paper on "Some 
Economic Aspects of Manual Training. "] 

Professor Thorpe described a Manual Training 
School as one in which are taught the principles 
applied in the various arts and trades, the prin- 
ciples of pure science, of political economy, of 
social science, the construction and the use of the 
mother tongue and also of other languages, the 
lessons of history and the nature of man. It 
trains boys by actual practice to become familiar 
with elementary notions and to acquire a substantial 
knowledge of the nature of things and of the char- 
acter of human society and the rights and duties of 
men. The limits upon its provisions for education 
are set by the actual wants of society as expressed in 
sentiment and in the practical applications of all 
knowledge. There are many trades, occupations 
and professions, but the principles underlying the 
successful pursuit of any of them are common to the 
greater number of them. If the training in early 
life were compelled to take a special form and there 
were no common principles at the foundation of 
human activities, all schools would become shops, or 
offices, or laboratories in which boys would be set to 
the special task of getting ready to follow a parti- 
cular occupation. A manual training school is not 
a trade school, but it is a school in which the prin- 
ciples of all trades and occupations are taught. It 
may be described as a school of things, principles 
and human affairs, opened for the purpose of edu- 
cating boys naturally, harmoniously and ethically, in 
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order to fit them to enter upon their work in the 
world without loss of time, without error in choice 
of activity, and with constant recognition of the 
economic gain, both to society and to the individual 
when a human being enters upon a suitable occupa- 
tion for himself as he comes upon the stage of 
action. A manual training school is in the widest 
sense a fitting school for life and for living. 

The following conclusions were formulated: 

(1.) The education best adapted to the individual, 
and to society is the education which trains men to 
think and to labor. 

(2.) Modern society is industrial in character, and 
the training administered by the State must be indus- 
trial. 

(3.) Public education must be considered with re- 
spect to the wants of the masses. Ninety-two per 
cent of our population must make a living, if they 
live at all, by pursuing industrial occupations. 

(4.) The system of education known as manual 
training should not be limited in its benefits to those 
who are described as of " school age." 

(5.) Manual training is an economic problem cast 
in an educational mold. 

In the remarks which the paper called forth, Pro- 
fessor G. B. Newcomb said: 

Our public education should doubtless have econ- 
omic as well as political ends in view. The move- 
ment toward what has been well described as "Work 
Education," was a timely one. For intellectual as 
well as general efficiency the hand should be trained 
along with the brain. There was danger of so di- 
vorcing thought from action in our book-education 
as to justify the reproach that education made its 
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beneficiaries unpractical and ineffective. Recognizing 
this fully and approving heartily of the general drift 
of the movement for manual training, the speaker 
wished also to call attention to the danger that this 
education, may unconsciously, perhaps, assume a 
" Positivistic " basis and ignore too much that which 
did not in any way impress the senses. The study 
of man, as in history, should not be crowded to the 
wall to make room for branches which might super- 
ficially promise more practical results. It was pecu- 
liarly germane to the aims of this Association to 
recognize the practical importance and economic 
value of the ideal side of life. 

Professor W. W. Folwell had no hesitation about 
the right of the State to engage in manual training, 
nor any doubt as to the value of industrial training, 
but its value must not be overestimated. It is im- 
portant for city people, but not for those of the rural 
districts. The latter number seventy -five per cent 
of the people of the United States, and for them it 
is not important that industrial education be pro- 
vided. In cities also, some employments make home 
training possible. After all, the best training for 
boys and girls is in the games which train the eye, 
the hand, the wit. 

Professor Lester F. Ward held that our industrial 
training should be mainly theoretical. It tends to 
stimulate the great humanizing element of our civil- 
ization, namely, the inventive faculty. Other kinds 
of training do not accomplish this purpose, and the 
stimulation of this faculty should be insisted upon as 
the primary object of industrial training. 

Thomas G. Shearman took the ground that among 
all the forms of education which any man can 

4 
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receive, few are more valuable than the training in 
actual labor with the hands. I do not underrate the 
value of purely mental training, especially as that is 
nearly all which I have myself received. But my 
very lack of training in physical labor has led me to 
observe the great value which this has, not merely 
with reference to bodily health and strength, but for 
the very purpose of enlarging the mental faculties. 
Dealing with things in the concrete, rather than in 
the abstract, gives to men clearer ideas of the nature 
of things and the practical lines of human progress 
than seems to be obtainable by mere study of such 
things in the abstract. 

It may not be pleasant for us to acknowledge, but 
it nevertheless seems to be the testimony of all past 
history that the highly educated classes have been 
more generally wrong upon questions affecting 
humanity at large, than the classes who have been 
trained to labor with their hands. Thus in the his- 
tory of England, Oxford and Cambridge have been 
wrong upon nearly every great public question, on 
Catholic emancipation, on public education, on the 
extension of suffrage, on the treatment of dissenters, 
on the corn laws, on the land laws, and in fact on 
every question which has arisen during the progress 
of those great reforms which are now universally 
acknowledged to have been just and necessary. The 
lawyers of England, as a class, until a very recent 
period, always opposed most strenuously those 
reforms in the law which were, in the end, found to 
be as advantageous to themselves as to any other 
class of the community. It is admitted by every- 
body that England was never so well governed under 
the aristocracy of wealth, as she is to-day, when the 
right of suffrage is almost universal. 
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Many theories of the law of wages have been 
propounded which will not bear investigation. For 
example, we may refer to the famous theory of Mr. 
Jacob R. Dodge, the agricultural statistician, who 
has been quoted all over the country in scores of 
speeches and thousands of documents. His theory 
is that farm wages rise or fall in almost exact 
proportion with the amount of manufactures in the 
district. In order to establish this theory he groups 
together various states, according to their respective 
developments of manufacturers ; and he is thus able 
to deduce, with apparently sound logic, the conclu- 
sion, that wherever manufactures are greatest, farm 
wages are highest. But the evidence which he thus 
ingeniously pieces together falls into fragments on 
the first moment of its serious examination. He 
combines the most distant states, having no neigh- 
borhood or resemblance to each other, ignoring the 
inevitable influence of two or three large states upon 
one small adjoining state ; while, on the other hand, 
he separates those states which are naturally joined 
together and where the similarity of race and of 
circumstances indicate the operation of one common 
law of wages, in order to put them in some place 
where their statistics will not conflict with this theory. 
The truth is, that Mr. Dodge has confounded cause 
and effect and put them in reverse order. The pre- 
sence of manufactures is not the cause of high 
wages, but is rather the result of circumstances 
which produce both high wages and manufactures. 
But the returns of the last census, as compiled by 
our President, show very plainly the truth of an 
entirely different theory of wages : farm wages are 
not always highest where development of manufac- 
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tures is greatest. On the contrary, they have for 
many years been much higher in some western states 
and territories where there were practically no 
manufactures, than they have been in some states 
actively engaged in manufacture. But the census 
demonstrates that a high degree of education has 
been everywhere accompanied with a correspond- 
ingly high rate of wages, with not more than two or 
three exceptions, among more than forty states and 
territories. These few exceptions, by their very 
nature, prove the soundness of the rule. Thus, the 
little state of Rhode Island is phenomenally ignorant, 
as compared with the other states of New England ; 
and yet the rate of wages there is practically equal 
to that prevailing in the adjoining states. This is 
obviously the result of another natural law which 
equalizes wages in any region of moderate extent ; and 
this calls attention to the other cause of high wages 
which will be indicated in a moment. It will be 
found on examining the statistics of education in 
each state, furnished by the census (that is to say, 
the figures showing the proportion of the population 
who are able to read and write), that the average 
rate of farm wages, as given *by the Agricultural 
Department for 1879, rise and fall in almost exact 
harmony with the ability of the population to read 
and write. 

In the next place, the census shows that wages in 
manufactures almost invariably rise and fall in 
correspondence with the net product of the work- 
men. Wherever wages are high the net product is 
large. This might be demonstrated by innumerable 
examples in every branch of manufactures, as 
well as by the statistics of all manufactures taken 
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collectively. One example only can be given within 
the five minutes allowed me. The wages of carpen- 
ters, and indeed of almost all mechanics are higher 
in Brooklyn than almost anywhere else in the United 
States ; carpenters averaging there in 1880, $698. 
But their net product was also higher than any- 
where else, namely $1136. In the same State of 
New York, carpenters' wages in Poughkeepsie were 
only $362, but the net product there was only $660. 
These statistics may be re-inforced by a multitude 
of examples from other countries and other forms of 
industry, as well as by the historical development of 
manufactures. It thus seems conclusively estab- 
lished that the rate of wages depends more certainly 
upon education and production than upon any other 
cause whatever. Now if these two can be combined, 
and education can be made to include, not merely 
what is called "book learning," but also training in 
the production of all useful things, there can be no 
doubt (leaving out of consideration the vexed ques- 
tion of rent) that this would be the most effective 
method of improving the condition of the laboring 
class and raising the general rate of wages. 

Thursday, December 27, 1888. 
Afternoon Session. 

The American Economic Association reassembled 
and was called to order by Vice-President Professor 
Clark. The first paper was on "Road Legislation 
for the American State," by Professor J. W. Jenks, 
Knox College, Galesburg, Illinois. The main con- 
tents of the paper are presented as follows : 
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[Abstract of Professor Jenks's paper on "Boad Legis- 
lation in the United States. y 

Professor Jenks called attention to the enormous 
waste of money and labor caused by our present laws, 
which give us inefficient road officers and, in conse- 
quence, leave us our poor roads. 

The main defects of our present laws were con- 
sidered to be (1) lack of classification of the roads; 
(2) lack of any provision which would compel the 
employment of skilled engineers to superintend the 
road making and repairing. 

From the lack of classification it comes that our 
more important roads are often neglected, and those 
of merely local interest are given an undue amount 
of attention. So, too, the burden of support falls, 
oftentimes, solely on the people of a township, where 
a large part of the benefit of the roads comes to the 
dwellers in the cities, especially to the merchants. 

The use of road funds by ignorant men — men igno- 
rant of the principles of road-making, at least, — 
causes a waste estimated at fully one half the 
amount expended. 

The remedy is found (1) in the classification of the 
roads into at least three classes, supported respect- 
ively by the counties, counties and towns conjointly, 
and by the towns alone ; (2) In the employment by 
the Board of Supervisors of a county engineer who 
shall have charge of all the roads, with township 
commissioners working under his instructions. 

Several members followed the presentation of the 
paper with remarks. 

'The revised and enlarged text of this paper forms one of the 
monographs of the publications of the Association. Volume IV. ,No. 3. 
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Professor E. B. Andrews spoke of the difficulty in 
determining who should bear the expense in the con- 
struction of roads. This could perhaps best be ascer- 
tained by investigating the actual traffic upon the 
roads with the view of discovering the proportion 
belonging to different towns, cities or townships. 
A defect in the instruction in political economy is 
that we pay little attention to that form, of capital 
which appears in the shape of roads and the value 
which this capital gives to the general wealth of the 
country. 

Professor Folwell thought that there was no prac- 
tical question of more importance for the considera- 
tion of the Association. "We need not only county 
engineers, but a better class of engineers than those 
we now have. Our polytechnic schools might well 
take up this subject as a branch in their courses of 
instruction, 

Professor F. N. Thorpe observed that it is impos- 
sible to get the ordinary legislator to see the economic 
value of good roads. Not even the rural legislator 
is able to understand that improved roads would 
increase the value of his products more than pro- 
hibitory taxes on oleomargarine, etc. 

Dr. Ely stated that he was surprised to find how 
largely people contribute to the Government for such 
purposes — much more than is generally supposed. 
He also called attention to the fact that in Vanderbilt 
University there is a road department in which free 
tuition is offered to road commissioners of the State. 

Professor S. N. Patten thought that besides con- 
sidering this question from the road standpoint we 
should also take into consideration the mental state 
of those who drive over the roads. The mental 
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attitude which exhibits itself in the driving of heavy- 
wagons over roads immediately after rains for some 
immediate advantage to he gained thereby, injures 
the roads more than any other cause. 

The second subject introduced at this after- 
noon session was " The Interpretation of Kail- 
way Statistics," by Professor H. C. Adams of 
Michigan University. There are at present, he 
said, three government departments dealing with 
railway statistics, namely, the Bureau of Statistics 
in the Treasury Department, the Commissioners of 
Railroads for Western Roads, and the Bureau created 
in connection with the Interstate Commerce Commis- 
sion. By the creation of the Railway Commission 
we have obtained the only means of gathering rail- 
way statistics. A more fundamental difficulty is 
that there is no systematic organization in railway 
affairs. Capital stock represents the amount invested 
in the railroad. The railway accountant considers 
the interest on the funded debt as a lien on the indus- 
try. There is a difference, however, between keep- 
ing the accounts for the stockholders and for the 
public. The duty of a public commissioner is the 
latter. Railroad capital includes both stock and 
funded debt. About fifty per cent of the total rail- 
way capital is stock and forty-eight per cent is funded 
debt. No statistics are known which include circu- 
lating capital, but its amount is about two per cent. 
An interesting question is suggested by these figures. 
What does stock or bonds really represent ? In theory 
stock stands for the interest of those who project the 
enterprise, and bonds represent a mortgage upon 
property so created. If this theory be true, stocks 
ought to greatly exceed in amount the bonds. But 
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this is not the case. The true explanation is, that 
railroads are built largely on the proceeds of bonds, 
and the proceeds from stock represent what cannot 
be secured by bonds. Bonds represent the minimum, 
or sure value of the enterprise. There is a smaller 
circulating capital in the railroad industry than in 
any other. In the manufacturing industry this is 
usually equal to about four months of the product. 
But railroad business differs from other business in 
that it is a cash business, and payment, so far as 
passenger traffic is concerned, is in advance of render- 
ing the service. Another question relates to the cost 
of road-bed. For instance, one road costs $25,000 
per mile, while others under similar circumstances 
apparently cost $50,000 per mile. Facts of this sort 
need interpretation. 

Professor L. F. Ward stated that while engaged 
several years ago in the Bureau of Statistics in the 
Treasury Department, he had undertaken to look into 
the question under discussion. He had studied the 
European railroad statistics, but could find such 
information as was wanted only in connection with 
the Prussian railway system where the statistics are 
very thorough, not only with regard to the roads 
managed by the State, but those under control of 
private corporations. As far as the United States 
was concerned it was impossible to find statistics at 
that time. No State having ever owned a railroad 
there was no opportunity for comparison in that 
direction. Nor do the railroad companies wish to 
publish statistics as to rates of transportation and 
passenger travel, but it is of great importance to 
have this knowledge. In the railroad journals there 
was no lack of assertions that the attempts of Eu- 
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ropean governments to control railroads were a 
failure, but the only question ever considered was as 
to the financial success of the lines. Also, they 
made the statement that the Prussian railroads cost 
more when managed by the government, than when 
managed by private companies. But, two problems 
are solved by the Prussian statistics, namely, that 
government roads paid all their expenses, including 
interest, and that for the years 1874-79, on all roads 
owned or managed by the State, the rates on freight - 
traffic were fifteen per cent less than on those managed 
by private corporations, while on passenger traffic they 
were ten per cent less. One reason why it cost more 
for State management was that wages paid to em- 
ployes by the State were much higher than those 
paid by private companies, and this was another 
public benefit. The point of view to be taken is that 
of the people of the country and not of the roads 
themselves. 

Professor G. B. Newcomb thought that the differ- 
ence in cost of construction of some pieces of road 
over others might be often due to lack of confidence 
in the future of the road, thus obligating higher 
rates of interest to be paid for construction money. 

In continuing, Professor Adams said that it would 
be impossible to tell to what these differences were 
due, unless we could know the history of all the rail- 
roads in the United States from the time their con- 
struction began until the present. Values have 
changed so materially since the building was begun 
that what was a legitimate cost twenty years ago 
would not be so now. Also, it would be necessary 
to know the accounts of construction companies, 
which never kept books, and to enter into the minds 
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of men whose memories fail them. The fact, how- 
ever, remains of the enormous differences in the cost 
of building. There is no standard for basing the 
value of the roads at the present time — perhaps, in 
the cost of reproducing them might be found such a 
standard. As to collecting statistics it is now per- 
fectly easy to find rates, for they are reported to the 
Interstate Commerce Commission. 

Major Livermore fully agreed with what had been 
said of the difficulty of obtaining the necessary rail- 
road statistics when the officials were not disposed to 
furnish them, yet he did not by any means regard 
this impossible. When questions arise involving a 
conflict of railroad and navigation interests, for ex- 
ample, when a railroad wishes to bridge a navigable 
stream, Congress usually appoints a board of engi- 
neer officers to collect information and to report on 
the relative advantages to the parties concerned. On 
work of such a character he had always been able to 
obtain from railroads all the data required by making 
it to their interest to furnish it. Not that railroad 
officials are any more reluctant than the rest of man- 
kind to impart information that they think to be to 
their disadvantage, but he believed it x'ight to take 
human nature into account in a matter of such vital 
importance, and thought that with a constant appli- 
cation of tact and energy we could eventually bring 
to light all the statistics necessary to solve the prob- 
lems of economic science. 

Professor R. M. Smith considered the distinction 
between financial and traffic statistics as very import- 
ant. Financial statistics, particularly, are impossi- 
ble to get, on account of the complicated nature of 
first and second mortgage bonds, common and pre- 
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ferred stock, frequent re-organization of roads, etc. 
Adding up all these different elements will give no 
idea of the cost of the roads. But after getting these 
statistics of what use are they ? The general public 
indeed has an impression that stockholders are making 
more than they ought. We need not trouble our- 
selves about either of these questions. Traffic sta- 
tistics, on the other hand, give us facts of real inter- 
est, and can be obtained. The one desirable line of 
statistics to collect is that of the quantity and direc- 
tion of traffic. This would give us a picture of our 
internal commerce comparable to what we know of 
our external commerce. This is a need which Ger- 
man statistics supply for the different provinces of 
that Empire. 

Thursday, December 27, 1888. 

Evening Session. 

The opening session of the Third Annual Meeting 
of the American Economic Association was held in the 
Hall of the University of Pennsylvania, in the even- 
ing of Thursday, December 27, 1888. The exercises 
consisted of an address of welcome, on the part of 
the University of Pennsylvania, by Dr. William Pep- 
per, Provost of the University of Pennsylvania, a 
few words of greeting, on the part of the citizens of 
Philadelphia, by Honorable Robert Adams, Jr., chair- 
man of the committee of reception, and the annual 
address before the Association by General Francis 
A. Walker, President of the American Economic 
Association. The exercises concluded with a colla- 
tion served in the adjacent rooms by the University 
of Pennsylvania. Owing to difficulty of arranging 
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otherwise, these opening exercises could not be held, 
at the first session of the Third Annual Meeting, but 
the addresses delivered at this formal session are 
here placed in their natural order. They will be 
found in order of delivery in the first part of this 
monograph. 

Friday, December 28, 1888. 
Morning Session. 

The American Economic Association convened for 
its second morning session with President Walker in 
the chair. The first exercise of the day was the 
report of the committee on "Economic Theories." 
The committee was composed as follows: Professor J. 
B. Clark, Chairman; Professor A. D. Morse, Pro- 
fessor Simon 1ST. Patten, Professor G. B. Newcomb, 
Professor F. H. Giddings, Professor W. W. Folwell, 
Professor Chas. A. Tuttle, Kev. Dr. G. M. Steele, 
Stuart Wood, Ph. D. and Mr. George Gunton. 

The report, which dealt mainly with the definition 
attached to important terms in political economy by 
various writers, was presented by Professor Clark, 
the chairman of the committee and the full text of 
it is here appended. 

[Report of the Committee on "Economic Theories."~\ 

To the members of the American Economic Associ- 
ation: — Immediately after the organization of your 
Committee on Economic Theory, in September, 1885, 
a correspondence was commenced between the chair- 
man and the various members with a view to ascer- 
taining what work could be most profitably under- 
taken. The result of the correspondence sho wed that 
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a considerable amount of theoretical work was then 
in process, and that the most practicable mode of 
ensuring tangible results was to allow such private 
work to proceed, with such incidental stimulus and 
aid as the association of the members of the com- 
mittee with each other might afford. The amount 
of aid thus rendered has tended to increase during 
the three years of the committee's existence, and the 
rendering of it now constitutes a recognized and im- 
portant part of the committee's function. 

Of the results of the work thus far carried on we 
are unable accurately to judge, since the studies have 
not all been brought into such form as to be ready 
for publication, but several bound volumes and a con- 
siderable number of monographs, magazine articles 
and pamphlets, have been issued, and these may serve 
to indicate the direction and character of future 
studies. 

Recently it appeared that the time had come for 
work of a more formally organized character, and 
at the suggestion of two members of the committe a 
plan was formed for securing a nearer approach to 
agreement than now subsists among economists in 
regard to the definition of important terms. There 
can be no question as to the utility of the end to be 
gained, provided it is attainable. Of the practica- 
bility of it there may be a doubt. It is at least possi- 
ble to bring before the minds of writers and students 
the wide range of meanings now attached to particu- 
lar terms, and the embarrassments that result from 
this diversity of usage. It ought not to be wholly 
impossible to reduce the amount of this diversity, 
and to eliminate from economic discussion the most 
serious misunderstandings that result from it. The 
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American Economic Association appears to be the 
best agency in existence for securing such a result. 

The method of work which we propose to pursue 
consists in tabulating in a compact form the various 
meanings that writers of eminence attach to the lead- 
ing terms of economic science, in briefly indicating 
the results that follow from each of the modes of 
mental definition, and in laying these facts before a 
large number of economists and requesting them to 
make suggestions looking toward uniformity of defi- 
nition. Identity of phraseology in expressing the 
meaning to be attached to a term is, of course, neither 
attainable nor desirable. The thing to be hoped for 
is that a particular term may actually be made to 
designate one thing, and one only in scientific discus- 
sion. In view of the uncertainties that are before us, 
and of the value of the results at which we aim, we 
ask in advance, that if our plan meets the approval 
of the members of the Association, they will afford 
us aid in the work undertaken. 

When we shall have received the suggestions for 
which we shall ask, we expect to be able to issue 
something of the nature of a brief vocabulary of 
leading economic terms, to which may be attached 
an authority derived from the trend of opinion among 
the economists whom we consult. Such is our present 
plan; concerning the execution of it we hope later to 
present a report. 

It is also our desire to place in the hands of the 
members of the Association, in some convenient 
form, a series of reports concerning the recent pro- 
gress of economic theory in the leading countries of 
Europe. We hope that these papers may be in readi- 
ness for reading or publication at the time of the next 
annual meeting of the Association. 
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The report was respectfully submitted on behalf of 
the committee, and was accepted. 

Mr. Thomas G. Shearman, of Brooklyn, offered the 
following resolutions which were adopted : 

1. That the Committee on Labor be requested to 
inquire into and report upon the relative distribution 
of cost between capital and labor in the production of 
goods. 

2. That the Committee on Statistics be requested 
to consider what suggestions can usefully be made 
concerning the census of 1890. 

Rev. Dr. G. M. Steele, of Wilbraham, Mass., 
offered the following resolution, which was adopted : 

That President Walker be requested, in the name 
of the association, to invite the International Statis- 
tical Institute to hold their annual meeting for 1892 
in this country. 

Professor W. W. Folwell, of the University of 
Minnesota, offered the second contribution of this 
morning session on the "Effect of Correct Analysis 
on Doctrine in Political Economy." A brief abstract 
is here presented. 1 

[Abstract of Professor Folwell's paper.] 

The object of this paper is to illustrate the thesis 
announced in the title — that by correct analysis 
political economy is a branch of sociology, being one 
of three subdivisions, the social, jural or industrial 
relations of men. The last division is the sub- 
ject of economic inquiry. Consumption should be 
placed at the bottom of private economics, since 

1 The enlarged text of this offering will shortly appear as a part 
of one of the monographs of the Association, Vol. IV, No. 5. 
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production naturally follows consumption. A cor- 
rect analysis gives the primary agencies of produc- 
tion as (1) nature, furnishing matter (i. e. land) and 
force, (2) man, furnishing labor. Capital then 
belongs among the results of production which are 
(1) satisfaction through services (2) satisfaction 
through material produce. This we call wealth. But 
wealth either goes immediately into consumption or 
is reserved to be employed in or subject to further 
productive processes. This is capital which is a pro- 
duct, and not a primary agent of production. 

Capital now subdivides into raw materials and 
instruments, and under instruments we should class 
lands, meaning by that term land in use. Distribu- 
tion and exchange naturally follow production and are 
essentially continuations of it, and through them the 
proximate results of production are brought to the 
doors of consumers, 

Correct analysis here helps to simplify if not to 
remove difficulties. 1. Take wages. The question 
being how to distribute current produce, the wage- 
fund .theory has no footing. 2. Take Rent. Lands 
being classified as capital, rent assimilates to interest 
and is the share of produce which a certain body of 
producers are entitled to withdraw in consideration 
of their cooperation in production. 3. Take profits. 
A correct analysis makes profits to be the residuum 
of produce after the withdrawal in order of public 
charges, of taxes, wages and rent plus interest. The 
residuum, if any, uncertain and unascertainable in 
advance, is profits. Distribution simply settles on 
the rights or claims of cooperating parties in produc- 
tion. Produce is actually apportioned and delivered 
by exchange. Here we find the most striking exam- 

5 
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pie of the advantage of correct analysis. Up to this 
point the terms, money, price and value have hardly 
been used. The question of value emerges in the 
field of exchange, and it is nowhere else to be raised. 
It is the ascertained rate of exchange of products. 

In the debate that followed, Professor Andrews 
said he questioned the grouping together of want 
and the gratification of want. The grand topic of 
distribution is a separable category from production 
and consumption. He justified the writer in post- 
poning the subject of value to the topic of exchange, 
provided value is used only to mean exchange value. 
But there is a sense of the word value, namely, cre- 
ated utility, in which the consideration of that topic 
emerges. 

Mr. Hugo Bilgram doubted the propriety of sepa- 
rating private from public economics. Both are too 
closely related, e. g., the conception of property can- 
not exist without the idea of government. The study 
of production and consumption can only be a pre- 
liminary chapter in political economy, which is the 
study of the relations of men to each other resulting 
from their efforts to gratify their desires. Value 
cannot be the last thing to the student, for upon it 
depends the whole system of the distribution of 
wealth — it is fundamental and should be studied 
immediately after the primary ideas of person, 
rights, etc. 

Dr. G. M. Steele said that land in a much larger 
sense than we are accustomed to think, is a pro- 
duct of labor, i. e., land as used in production. 
The land of Pennsylvania would not now be worth 
all that it has cost in bringing it up to its present 
value. There is no original value in a piece of land 
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until something has been done to it, or to the land 
surrounding it. Public improvements constitute part 
of the value of land. Distribution is largely an 
ethical matter. Economics perhaps will show to what 
portion the different agents are entitled. In the last 
analysis there are no profits, i. e,, honest profits ; 
these represent wages. Where one man gains what 
are commonly called profits he produces just so much 
more than would be produced by other managers or 
by any other means. 

Dr. Washington Gladden would not put land in the 
category of capital, if by capital is meant the pro- 
duct of labor. A portion of what is paid for the use 
of land is paid simply for a place on which to stand, 
and it is not fair to put the price paid for this as 
given for the use of capital. 

Professor Denslow said that the question of value 
always forces itself into the beginning of the study, 
however much we wish to postpone it. It is well to 
place consumption first, and this, when it assumes 
the form of demand, produces all value, even that of 
land. In case of the latter, however, value is created 
by the demand of all society. Not labor, but con- 
sumers, create value, and the only just plan of the 
distribution of wealth is that upon the present basis. 

Professor R. E. Thompson was inclined to think 
that there is no other value than that given by labor. 
Land is as much the product of labor as a ship. By 
putting value at the end of political economy we 
confuse it with price. Profits are wages of super- 
vision, or interest on capital, but there are profits 
also which are the reward of risk, and this justifies 
profits. The reason why workingmen have failed to 
get a fair share of the product is because we have 
carefully guarded them against risks. 
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Thomas G. Shearman remarked that the discussion 
of the rent question, which has taken place here, 
reminded him of a resolution adopted by a certain 
Young Men's Christian Association when he was a 
young man, by which it was determined that nothing 
should be discussed upon which they were not all sub- 
stantially agreed. We all agree that land has no value, 
except as the result of labor. The question is: Whose 
is that labor? Is it the labor of the landowner, or 
the labor of other men ? That question has not been 
touched, in this discussion. But it seems to be im- 
plied, in some remarks which have been made, that 
the owners of land, or those from whom they derived 
title, have really expended upon the land an amount 
equal to its present market value. Economists cer- 
tainly are bound always to distinguish between land 
and its improvements. The latter owe their origin 
to human labor, but the former does not. The con- 
fusion which exists in most minds on this subject 
arises from forgetfulness of this simple distinction. 
Still, there are some who assert that all the market 
value of land to-day is not more than equal to the 
cost of the labor expended upon it in preparing it for 
use. A few examples, within my own knowledge, 
will show that this is not always true; and, as these 
are exactly like every other case within my personal 
observation, it is not too much to say that this theory 
was never true of any land within the range of my 
experience. A lot on the street where I live was sold 
for about $20,000, in an absolute state of nature; 
indeed, in a state worse than it was by nature. The 
assessments upon it for local improvements had never 
exceeded $1,500. I bought a lot in another city for 
$3,200 from a person who had bought it for $150, and 



297] Secretary's Report. 69 

had paid not more than $1,500 for all assessments. 
I sold it without paying any assessments or making 
any improvements for $5,500. For the corner lot, 
next to my city office, $250,000 were offered and 
refused. The building upon it may have cost $50,000; 
but it is worthless; and as it would have been pulled 
down, the lot would have been worth more without 
it than with it. The assessments for local improve- 
ments have never exceeded $2,500. Turning to the 
country, I have paid $50 per acre for absolutely desert 
lands, without a tree or the faintest improvement, 
natural or artificial, and where no roads had ever 
been laid. I know of land in Iowa in similar con- 
dition, with no road near it, and which has therefore 
never been assessed for improvements, which sold 
for $17 per acre. It contradicts my common sense 
to tell me that in such cases there is no unearned 
increment. 

It is said that the land-owner pays taxes, and that 
these, with interest, make a real cost of the land to 
him. But he could have paid these taxes out of cur- 
rent income if he would have allowed the land to be 
improved; for, if the use of the land would not have 
been worth the taxes, no taxes could have been col- 
lected. He is entitled to no credit on this account. 
It has been said that the wealth sunk in improve- 
ments on the land of this country is, in all, more than 
equal to the present selling price of the land. If this 
were true, it would only prove that these improve- 
ments had been misdirected, unless they had pro- 
duced income sufficient to pay for them; and this 
only amounts to saying that the occupants had made 
foolish speculations. There is no part of a settled 
country, under a civilized government, where per- 
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fectly wild land has not a considerable market value. 
It is the cost of improvements which is sunk and lost, 
not the value of the land. 

Professor F. H. Giddings said: It will help us to 
get a clear idea of the merits of Professor FolwelPs 
paper as touching on the main question of the im- 
portance of analysis in Political Economy if we bear 
in mind the distinction between the analytic and syn- 
thetic methods. The former must begin with the 
more complex problem and analyze its parts, and 
doing so we shall naturally commence with the prob- 
lem of distribution, which is the most complex of 
economic problems. In adhering to this method we 
cannot put the consideration of value last, but 'the 
synthetic method would place it there. 

After the close of the discussion on Professor Fol- 
welPs paper, Dr. A. G. Warner, a doctor of philoso- 
phy of Johns Hopkins University, and General Sec- 
retary of the Charity Organization Society of Balti- 
more, offered a study on the relation of " Philan- 
thropy and Economics." A brief condensation of 
his views is here printed. 

[Abstract of Dr. Warner's Paper on "Philanthropy 
and Economics. "] 

Social pathology is not an attractive study. The 
failure of the unfit to survive forms the subject of 
the dreariest chapter in social science. 

The economists study man's activity from the 
standpoint of self-interest, the student of philan- 
thropy from the standpoint of self-sacrifice. 

One may give to the poor without a spark of 
brotherly love, and it is often done. Many yet 
think that " charity " and " alms giving " are synony- 
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mous. The "new charity," though, recognizes the 
fact that " we can have as many paupers as we will 
pay for," and that nothing is really charitable that 
does not permanently benefit its object. 

During the first half of the present century the 
English economists and the English philanthropists 
joined issue squarely upon two great questions, and 
the victor in one case was vanquished in the other. 
The economists, or apostles of self-interest, won in 
the fight for the reform of the poor laws, and the 
philanthropists, or apostles of self-sacrifice, in the 
fight for factory legislation. 

Economists now acknowledge that factory legisla- 
tion is justified by the principles of their science, but 
it was first enacted in the name of humanity and not 
of science. Enlightened self-interest and enlightened 
self-sacrifice might lead us to the same results, but 
our enlightenment in either case cannot be complete. 
Failing of complete enlightenment we find it useful 
to look at social questions from both standpoints. 

A study of about 28,000 cases of destitution by 
various charity organization socities in this country 
gives, roughly speaking, the following results: Cases 
that should have relief during more than two years, 
10 per cent; that should have relief but for less than 
two years 27 per cent.; needing work rather than 
relief, 40 per cent; that should not have material 
relief of any sort (including those having property or 
relatives able to support the hopelessly vicious and 
intemperate and habitual beggars and frauds) 23 per 
cent. The figures indicate, as Mr. Kellogg points 
out, that nearly two-thirds of the real or alleged des- 
titution of the country could be wiped out by a better 
adjustment of the supply and demand for labor, and 
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by a more vigorous and enlightened police adminis- 
tration. 

In this work the modern philanthropist desires the 
fullest co-operation of the economist. 

In the remarks which were made after the reading 
of the paper, Dr. E. W. Bemis said, that while inves- 
tigation is right, the great difficulty of the charity 
organization societies is, that it is found impossible 
to get relief for all those needing it. Rent is the 
most serious problem in most cases. The most 
difficult problem is that of getting work. This is 
true in all our large cities. How can workmen be 
tided over the time when they are out of work ? 
Two means of improvement that tend in the right 
direction are, the training of better workingmen in 
manual training schools, and the establishing of sav- 
ings banks in the public schools. Such institutions 
have been inaugurated by J. H. Thiry in Long Island 
City, and give encouraging signs of overcoming the 
lack of thrift on the part of the working classes. 

Professor Denslow characterized a savings bank as 
a means of scraping up the savings of* the poor and 
using them for the benefit of the rich. What is 
needed is the investing of the wages class with the 
discretion, and the ability of becoming themselves 
their own investors and thus their own employers. 

Professor Thompson wished to criticise the slightly 
pessimistic view of the essay which was not war- 
ranted by the circumstances. The letters of Matthew 
Carey upon the condition of the poor in Philadelphia 
in 1829, show that their condition is not worse now. 
There are several mischievous institutions which 
ought to be abolished, such as the soup houses, dis- 
pensaries and Dorcas societies, which are managed 
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by philanthropic people and are run on the principle 
that success is measured by the amount of relief 
given. We want to abolish all the State and gov- 
ernment relief institutions, and private charity will 
be found equal to the task. 

Friday, December 28, 1888. 
Afternoon Session. 

The Association met at the regular time in the 
afternoon with President "Walker in the chair. 

Professor E. Benjamin Andrews, formerly of Brown 
University, but now of Cornell, read the first article 
of this session on "An Honest Dollar," a short ac- 
count of which follows: 1 

[Abstract of Professor Andrews' Paper on "An Honest 

Dollar."] 

What is an honest dollar ? The gold dollar is not 
always such, for it sometimes appreciates and some- 
times depreciates, while, to be " honest," a monetary 
unit must always purchase precisely the same amount 
of general commodities. Many are reluctant to re- 
gard it a fault in money to appreciate, especially if it 
does this in consequence of a lessening average cost 
in general commodities. Yet it certainly is a fault, 
since the sole credential of money as a just measure 
proceeds from its relation to general commodities. 
Any change in that relation, whether originating on 
the money side of the balance or on the commodity side, 
renders the money unit a dishonest one, working in- 

1 This paper will be published by the Association during the pres- 
ent year. 
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justice to the creditor class or to the debtor class, ac- 
cording as appreciation or depreciation has befallen it. 
Falling prices involve all the injustice of rising prices, 
and much more evil. Cheapening of commodities is 
a good, but falling prices are an evil. This vicious 
change in the general purchasing power of money has 
been going on thus far ever since money was known. 
Must it be perpetual ? Most people seem to think it 
must. Many, indeed, believe the evil to be growing 
less, as the volume of precious metals in the world 
enlarges. There is something in this, but the falling 
prices since 1873, warn us that the evil is still dire. 
Not a few expect new gold enough from the mines 
to sustain prices, but this cannot at most furnish 
aught but temporary relief, as gold is produced under 
the law of diminishing returns. Nor is it true that 
the need for hard money is on the whole declining. 
It is clear that unless something be done, the world 
is doomed in the long future to a regime of falling 
prices, like that which has afflicted us since 1873. 
Yet it is practicable to preserve general prices 
permanently at whatever level they have at any 
time assumed. The method would involve : 1. The 
official ascertainment of the cause of prices. 2. The 
use of some form of subsidiary full legal-tender 
money. 3. The injection of a portion of this into 
circulation or the withdrawal of a portion according 
as prices had fallen or risen. For the subsidiary 
money, billon or tokens, silver would be the proper 
material. But the silver would be represented in 
circulation by certificates, and these, with gold cer- 
tificates, would make an ideal paper money. The 
scheme would require the agency of government, 
through a commission, like the Interstate Commerce 
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Commission. Is this a valid objection to it ? Why 
should hourly equity between man and man be left to 
the vorational sport of geology on the one hand and 
of credit on the other ? Why follow nature so blindly 
in the dark forest of monetary science ? 

Following Professor Andrews, Dr. Davis R. Dewey, 
a graduate of Johns Hopkins University and now 
professor in the Massachusetts Institute of Tech- 
nology, offered a " Study of Statistics." The contents 
of his paper are briefly presented. 1 

[Abstract of a "Study of Statistics."] 

It was devoted to an outline of a possible course 
in statistics suitable for colleges. A description was 
given of the science of statistics as developed in 
Germany and France, which was shown to be ency- 
clopaedic in its character. It was thought such a 
course should be pursued only in a post-graduate 
department or by advanced students. For students 
of a purely collegiate rank, however, it was suggested 
that- instruction in statistics might be given in con- 
nection with courses on Commerce, History of Indus- 
try, and Finance, or other subjects of economic 
history. The mere proving of statistical tables, in 
connection with United States finance, would be a 
benefit. In this way the student will acquire some 
delicacy in reconciling discrepancies, and he will gain 
independence and judgment. Similar laboratory 
work in statistics can be applied to the tariff history 
of the United States, and here acquaintance will be 
made with the Commerce and Navigation Reports. 

'This paper will form part of monograph No 5, of Volume IV. of 
the publications of the Association. 
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In connection with the History of Industry, valuable 
use may be made of Reports of Bureau of Statistics 
of Labor. The Statistics of Municipal Reports open 
up another field. Some attention was also given to 
the method of study to be followed and three different 
lines were suggested. 

1st, Research and Verification, 2d, Tabulation, 3d, 
Graphic Illustration. Of these different methods 
practical illustrations were given. For advanced 
woi'k in statistics, attention was called to the abund- 
ant material in Registration, Health, Insurance 
Reports, the Reports of Boards of Charities and 
Correction, and of Prison Commissioners. 

On the conclusion of Dr. Dewey's paper, Professor 
R. M. Smith said that the introduction of the statis- 
tical method solves the problem of original seminar 
work in colleges. Before introducing it in his classes 
in Columbia College, he found that the effort to bring 
out original work in political economy was unsuc- 
cessful, because students only consulted the existing 
results arrived at by the standard authorities, and 
produced the ordinary college essay. 

Friday, December 28, 1888. 

Evening. 

Dr. Stuart Wood tendered a reception to the mem- 
bers of the Association at his house, 1620 Locust 
street, which was largely attended by the members 
and invited friends. 

Saturday, December 29, 1888. 
Morning Session. 

After the members had convened for the morning 
session of December 29, the first exercise was the 
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reading of a paper by Professor R. E. Thompson, of 
the University of Pennsylvania, who presented an 
investigation of the " Irish Land Laws of 1870 and 
1881," a short summary of which is appended. 

[Abstract of Professor Thompson's Paper.] 

Ireland is the palmary instance of the perpetuation 
of the poverty of the savage amidst the appliances 
of civilization. Yet the country feeds more than 
twice its population, and its people have shown in 
other lands that they are capable of achieving pros- 
perity. Mr. Gladstone's two land laws assume that 
the land system is the cause of this general misery. 
But the land system has many merits. It is a small- 
farm system with 527,444 farmers, or more thai] there 
are wage-earners. In 1882, a bad year, five of the 
principal crops produced nearly eight pounds of food a 
day for each of the people. The peculiarity of the situa- 
tion is that there is nothing but farming, although 
the materials for manufacture are abundant, and the 
water-power magnificent. This monopoly of the 
means of existence gives the landlord power to 
become an oppressor. Many of them have abused 
this power, and yet there are plenty of good land- 
lords whose tenants do not prosper. Nor is there 
greater prosperity for the Irish freeholders, who have 
been largely represented in the Irish emigration, 
which has reduced the population to half of what it 
was in 1845. 

Mr. Gladstone's laws give the tenant an estate in 
the soil, which he can sell when he leaves. But the 
National League has forbidden such sales, as the 
interest on the purchase money amounts to more than 
the difference between the old rent and that fixed by 
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the Land Court. This showed that it was the con- 
dition of the land-market which made Irish rents 
high. 

Ireland needs no special land laws. Her land sys- 
tem would be excellent if other industries offered 
alternative occupations to her people, and thus 
relieved the pressure on the land market. 

Nor would Mr. Parnell's plan of a peasant propri- 
etary bi'ing any solution of the economic problem. 
It would multiply the landlords by ten, for the new 
freeholders would let their farms in small parcels to 
the great army of the idle and landless, for whom no 
land legislation does anything. There were 900,000 
such in "the proclaimed districts" in 1882. 

The second contribution of this morning's session 
was a consideration of " Social and Economic Para- 
doxes " by Professor Lester F. Ward, of Washington. 1 

[Abstract of Professor Ward's Paper.] 

The object of this paper was to point out a few of 
the maxims of social science, and especially of polit- 
ical economy which appear to be on trial and to 
indicate what will probably be the verdict of time as 
to their acceptance or rejection. 

After touching upon the broadest of the sociological 
paradoxes, attention was directed to some of the more 
fundamental ones connected with industrial and 
economic society. The chief among those discussed 
were : Discontent increases with the improvement of 
the social condition ; the means of subsistence increase 
more rapidly than population ; increase of wages 

1 This article appeared in the American Anthropologist for April, 
1889. 
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results in increased profits ; and prices fall as wages 
rise. 

The first example is understood when it is remem- 
bered that discontent is proportioned to the degree 
in which an oppressed class realizes its condition, 
and it increases with the knowledge that relief is 
attainable by action. 

The second paradox is explained by considering 
that society is a great cooperative institution, and 
the more general cooperation is, the more effective it 
is. So the denser the population, the greater the 
amount of subsistence produced by each person. 

The paradoxical nature of the third illustration is 
seen when we reflect that increased wages mean 
larger consumption, and this necessitates greater 
production, which in turn brings prosperity to the 
manufacturers. 

The fourth instance is a result of the third. A rise 
in wages means a greater demand for products, and 
increased production must be brought about by the 
introduction of improved machinery. This always 
lessens the cost of production, and prices in conse- 
quence fall. 

Dr. Ely believed that the influence of Herbert 
Spencer had been injurious ; that he was of im- 
portance in America because we are a quarter of a 
century behind other countries. Experience shows 
that there are some functions which can be performed 
better by public than by private activity, such as 
street-sweeping and sprinkling, management of fire 
companies, etc. As to working hours, it had been 
found by employers who reduced the hours of their 
employes from ten to eight, that their product had 
actually increased. Also, the morals of the laboring 
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classes had improved with shorter hours. At first, 
their extra time might be ill-used, but the experience 
of Baltimore had shown that the morals of working- 
men had bettered since their hours were reduced from 
twelve to ten in 1840. 

Mr. Thomas Phillips, of Clementon, N. J., said that 
the important question is, how are the masses to be- 
come consumers. Thirty thousand men in Philadelphia 
are out of work because they have produced more 
than there is a demand for. The product of labor is 
consumed in a wasteful way. Too many are con- 
suming who do not produce. Workingmen, by their 
cooperative enterprises, are beginning to solve the 
question. 

Professor Folwell said that the State is so com- 
plicated that it is perilous to set up any particular 
method as a solution of difficulties. We can gain 
knowledge only by a long investigation of the his- 
torical facts. Shortening the hours of labor can 
apply only to artisan employes who are a very small 
part of the population. 

Mr. J. H. Gray, Instructor in Harvard University, 
thought that profits produced high wages, instead of 
the reverse. 

Professor Denslow believed that the confusion in 
theories about the relation of profits and wages con- 
sists in one class of economists looking at the ques- 
tion in the aggregate and the other in special 
relations. Professor Ward's position was right in 
the collective sense. The real cause of increased 
wages is the substitution of machinery for manual 
labor and not any decrease in the hours of labor. 
To-day capital is the essential producer, and, there- 
fore, doctrines of Kicardo, formulated before the days 
of machinery, no longer hold good. 
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Mr. Hugo Bilgram was of the opinion that, as 
wages rise, profits fall, but there are secondary 
causes, namely, those which result in lack of em- 
ployment, and in such cases both labor and capital 
are idle, and the same cause operates alike on both. 

The third offering of this morning session was a 
review of the work of "Malthus and Ricardo," in the 
economic controversies of the first quarter of this 
century, by Professor Simon N. Patten, of the Uni- 
versity of Pennsylvania. A short account of Pro- 
fessor Patten's views follows: 1 

[Abstract of "Malthus and Bicardo. ,, ~\ 

On account of the recent publication of Ricardo's 
letters to Malthus, it seems in place to review the 
economic controversies of the first quarter of this 
century, in which Malthus and Ricardo took so prom- 
inent a part. At first a comparison is made between 
their work, and that of Adam Smith, to show how 
difficult was their task, and why they have not been 
so popular as Adam Smith. 

Then there is an investigation to show what dif- 
ferences there are between the method of reasoning 
used by Ricardo, and that of Malthus. The best 
place to get material for this purpose is- in their con- 
troversies about rent and its causes. The views of 
each writer are fully developed and the differences in 
their methods of reasoning pointed out. Ricardo 
always seeks to discover some one cause for each 
class of economic phenomena and reasons solely from 

1 The complete text will form part of Monograph, No. 5, Volume 
IV, of the publications of the Association. 
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hypothetical cases. Malthus always finds a plurality 
of causes and draws his illustrations from real life. 

The latter part of the essay is devoted to a discus- 
sion of the differences in the general point of view of 
each writer as to the premises of economic investiga- 
tion. Malthus resided in the country and looked at 
English creditors from an agricultural standpoint, 
while Ricardo, as city people are apt to do, viewed 
the whole woxdd from a commercial point of view. 

At the close the possibility of a distinct national 
economy for each nation is developed, and the way 
in which Malthus and Ricardo have aided the devel- 
opment of economic sciences pointed out. 

Saturday, December 29, 1889. 
Afternoon Session. 

On the re-assembling of the Association, with Presi- 
dent Walker in the chair, the first paper of the clos- 
ing session of the third annual meeting was an 
investigation of the causes of "Involuntary Idleness," 
by Mr. Hugo Bilgram, of Philadelphia. A brief 
summary of the contribution is here printed: 

[Abstract of Paper on "Involuntary Idleness."} 

The aim of the paper is to search for the cause of 
the want of work, which is obviously due to the 
observed fact that the supply of commodities and 
services exceeds the demand. 

At first an examination is made of the relation of 
capital to the productivity of labor, and of the interest 
on capital' upon the remuneration for labor, showing 
that high interest tends to reduce productivity of, as 
well as the remuneration for, labor. 
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Then the two separate meanings of the ambiguous 
word, "capital" are compared, showing that money 
which can never be used in the act of production, 
cannot be capital when that term is used in its con- 
crete sense. 

Returning to the question of interest on actual 
capital, i. e,, the excess of value produced over the 
cost of production, the question as to what determines 
the value of a product leads to the assertion that cap- 
ital profit must be due to an advantage which the 
producer possesses over the marginal pi'oducer. This 
is found to be due to the interest, payable by the 
marginal producer on money loans. 

A separation of the financial from the industrial 
world reveals a tendency of the industrial class to 
drift into bankruptcy by force of conditions over 
which they have no control. Those who are at the 
verge of bankruptcy, being the marginal producers, 
the profit accruing to those who are free of debts is 
due to the interest, payable by the marginal pro- 
ducers on money'loans. Hence the power of money 
to command interest is not the result, but the cause 
of capital profit. 

The inability of the debtor class to pay their obli- 
gations separates interest into two branches, risk 
premium and interest proper, and considering that 
the risk premiums equal the sum total of all relin- 
quished debts, the law of interest can be evolved by 
an analysis of the monetary circulation between the 
debtors and creditors. 

The indications are that an indefinite expansion of 
credit money will remove that feature of the present 
social system which occasions business stagnation 
and involuntary idleness. 
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Two objections are generally urged against this 
measure. The first being the ease with which such 
a system can be abused by the unscrupulous. But it 
is shown that a removal of an arbitrary limit to the 
volume of money does not involve a destruction of 
the ordinary safeguards to an honest money system. 
The second objection founded upon the view that the 
value of the money unit is affected by an increase of 
the volume of money is held by writers, who also 
agree that the value of each dollar is equal to its cost 
of production. They present two contradictory views, 
one of which must be wrong. 

The notion that the value of each dollar is in- 
versely as the volume, being based on the belief -that 
the fiat of the government can create value, is de- 
clared to be a fallacy. 

The second study presented at this session was that 
of Mr. Edward P. Cheyney, of Philadelphia, on "Some 
Recent Decisions of the Courts in Conspiracy and 
Boycott Cases." 1 

[Abstract of Mr. Clieyney's Paper.~\ 

The only connection of the courts with the labor 
question, as such, has been in decisions on the char- 
acter and applicability of the common law offense of 
conspiracy. The cases brought before the courts' 
have usually originated in disputes between em- 
ployer and employes. In certain cases of such dis- 
putes the employer has made complaint that has led 
to the indictment of the organization of employes for 
a criminal conspiracy. 

Of such cases, there have been about forty in our 
national history, at least twenty of which have been 

^his paper will appear in the " Political Science Quarterly." 
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within the last three years. The decisions of the 
courts on the legal points involved in these cases 
seem to have rested on three general bases. First, 
that the combinations are in restraint of trade and 
therefore illegal; secondly, that their actions are an 
undue interference with the conduct by the employer 
of his own business; and thirdly, that the coercion 
exerted by a combination over individuals, not mem- 
bers of the combination, is oppressive. 

Under the first of these heads, restraint of trade, 
the judges have sometimes meant disturbance of 
trade, sometimes a diminution of production. If the 
first is meant, the judges erred by taking too narrow 
a view; labor organizations and their actions have 
tended toward stability, not disturbance. If the sec- 
ond is meant, such diminution, by temporarily driv- 
ing non-union workmen out, is certainly real, but is 
insignificant. 

The second point that strikes against non-union 
workmen are an undue interference with the inde- 
pendence of the employer, is based on a wrong view 
of the relation of employers and employed in produc- 
tion. Their relation is rather that of partners, each 
furnishing a part of the elements of production, and 
the community cannot, therefore, justly interfere 
through the courts to compel the subserviency of one 
of the partners to the other. 

The third point, the subjection of individuals to 
the oppression of a combination, if the individual 
oppressed is a fellow- workman, must be acknowl- 
edged to exist; but the courts should be judged in 
upholding him against such possible oppression, as 
well by the principle of social advantage as by that 
of individual liberty. If it is against the employer 
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that the oppression is directed, as in the boycott, the 
oppression only becomes real as it is joined in by 
third parties, the great public. Therefore, the ele- 
ment of conspiracy or combination is very obscure, 
and the boycott has fallen under the head of criminal 
conspiracies almost by chance. It should be treated 
as criminal, if at all, entirely apart from combinations. 

The following amendments to the Constitution 
being recommended by the Council, were unan- 
imously adopted on motion of Professor G. B. 
Newcomb : 

Article II to be amended so that it shall read — 
Objects. 

1. The encouragement of economic research, espe- 
cially the historical and statistical study of the actual 
conditions of industrial life. 

2. The publication of economic monographs. 

3. The encouragement of perfect freedom of eco- 
nomic discussion. The Association, as such, will 
take no partisan attitude, nor will it commit its mem- 
bers to any position on practical economic questions. 

4. The establishment of a Bureau of Information 
designed to aid members in their economic studies. 

Article III omitted. Renumbering of succeeding 
articles. 

Approved by Council, December 30, 1887. 

Submitted December 29, 1888, and approved. 

The following resolution was proposed by Profes- 
sor Seligman and unanimously adopted : 

The American Economic Association tenders its 
hearty thanks to the Provost, Government and Faculty 
of the University of Pennsylvania, to the Historical 
Society of Pennsylvania, to the Hon. Robert Adams, 
Jr., to Mr. Stuart Wood, and to other citizens of Phil- 
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adelphia, for the exceeding hospitality with which 
the Association has been received and entertained at 
its present session ; and to the press of Philadelphia 
for the attention which it has called to our discus- 
sions, and for its extensive and generally correct 
reports of the same. 

Dr. E. W. Bemis read the following report on 
Branch Associations : l 

Eighteen months ago it became my privilege as 
well as duty, as the Secretary of the first economic 
branch of this Association, to report its success and 
to urge in the strongest language at command the 
organization of similar associations elsewhere. That 
suggestion has been adopted, and now we have six 
branches with over 150 members in the following 
places : Springfield, Mass.; Orange, N. J.; Washing- 
ton, D. C; Buffalo, N. Y. ; Galesburg, Ills.; Canton, O. 

In view of the great possibilities of growth and 
influence of these economic centres throughout the 
country, it becomes exceedingly important to decide 
upon the best plan of organization. 

The branches are of three types, that of Spring- 
field, of Galesburg, and that of Buffalo as at present 
organized. Let us consider these in turn. 

The Connecticut Valley Economic Association 
organized at Springfield, in January 1886 and now 
numbering about fifty members, has prospered from 
the first. 

This Association, like others, is allowed to retain 
one-half of the $3 dues for local expenses, and this 
small sum, thanks to the generous help of the able 



1 An enlarged text of this report was issued as a supplement to 
Yolume IV, No. 1, (March 1889) of the publications of the Association. 
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speakers who have come to Springfield, has thus far 
covered all expenses. A good room, lighted and 
heated, is given without charge in the High School 
building. Similar cheap but suitable places for meet- 
ing have been secured in public buildings and private 
offices by the other branches. Meetings have been 
held once a month save in summer, and many ori- 
ginal contributions to economic theory and investiga- 
tion have been given which have since seen the light 
in our economic quarterlies and monographs. A 
large proportion of these has been given by professors 
of New England and New York colleges and by others 
not connected with the local branch, though six or 
eight members have also made valuable addresses.' 

Successful as this experiment has been in many 
ways, three weak points have been developed. First, 
a difficulty in securing able lecturers whose regular 
work would admit of a visit to Springfield — a diffi- 
culty less felt in this branch than would be true 
almost anywhere else, owing to the peculiarly favor- 
able location of Springfield within thirty miles of 
Amherst and Smith Colleges and 130 miles of Harvard, 
Yale, Brown and Columbia, yet a real source of anx- 
iety often to the officers and one likely to grow from 
the exhaustion of the field of economic teachers and 
writers of note within reasonable distance. The 
second weakness in the Springfield plan lies in the 
almost inevitable lack of continuity in economic study 
as long as a different subject is taken up at each 
meeting. The third difficulty has been the failure 
of a monthly address followed by a general dis- 
cussion to draw out the resources and greatly stim- 
ulate systematic reading in the science of economics 
on the part of the main body of the members. 



317] Secretary's Report. 89 

That these are sure to prove serious and in many 
places fatal obstacles to success has been proved in 
Buffalo where a branch similarly organized a year 
ago, but cut of by distance from well known econo- 
mists, languished and seemed on the point of death 
when restored to vigorous life last month in the 
manner soon to be described. Let us first, however, 
turn to the branch at Galesburg, Ills., which has 
avoided the difficulties thus far described, but fallen 
into one or two others. There, the number in the 
Association is limited to twenty-five, elected by the 
existing members, and no one is allowed to join who 
does not assume the responsibility of preparing in 
turn about once a year a paper for one of the fort- 
nightly meetings. Further, in order to secure 
continuity of study, half a dozen or more meetings in 
succession take up various phases of a single subject 
as money, monopolies, the labor question, taxation, 
&c. By this form of organization much mental 
development and great interest have been secured ; 
but the limitation of membership and the conditions 
of admission have kept away quite a number who 
would like to join. Herein lies its weakness. 

Is there not some method of combining the Spring- 
field and the Galesburg plans ? The attempt has just 
been made with every prospect of success in Buffalo, 
N. Y., and Canton, Ohio, in the following way : 

At Buffalo a reading circle within the local branch 
has been formed of all the local members ready to 
submit to the conditions of admission, which are : 
attendance, if possible, at every fortnightly meeting 
and assumption of the work involved in preparation 
for the meetings at which two lines of study are 
taken up. The first forty-five minutes of each meet- 
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ing is to be devoted to systematic study of some 
portion of the general subject assigned for five to 
eight successive nights. Thus, Professor Ely's recent 
able book on "Taxation in American States and 
Cities" is now being studied. Each of the twenty 
members of the reading circle reads in advance as 
much as possible of the chapters assigned for the 
meeting and joins in discussion after two or more 
members, appointed for the purpose a month previous 
and selected in turn from all the members, have given 
a digest and criticism of the chapters under consid- 
eration. The second forty -five minutes is taken up 
with a review of recent economic articles in twenty- 
six different American and European magazines, 
consular reports and other official publicatons. 

One or two of these magazines are chosen for 
review throughout the year by each member. No 
constitution for this inner circle has been adopted, 
but everyone who joins does so with a clear under- 
standing of the obligations thereby assumed. 

This Buffalo plan of an inner circle incites every 
member to systematic, continuous study ; it inspires 
enthusiasm among those who were becoming dis- 
couraged with the failure of the first plan of organ- 
ization, and, finally, it appears to be the only means 
of insuring long life or effective work on the part of 
most branch associations. It also makes the discus- 
sion animated and interesting in the general meetings 
attended by associate members, because within the 
local branch there is a nucleus of men who are giving- 
careful, systematic attention to economic questions, 
and who are forming definite opinions of value. Dis- 
cussion is thus not likely to " lag." 

At Canton, Ohio, about twenty persons, both men 
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and women, as in all the branches, I believe, have 
just formed a branch similar to that as now re-organ- 
ized at Buffalo, save that in Canton the inner reading- 
circle, or the active members so-called, elect all the 
officers of the branch from their own number and 
admit the associate members to the meetings and 
discussions as is not done in Buffalo save on direct 
invitation of some active member. In Canton the 
method of work and the conditions of active mem- 
bership are like those in Buffalo. In both places 
local researches in taxation and other economic sub- 
jects are also contemplated. 

There is ground for hope that the Buffalo and 
Canton plan or something much like it is the best for 
our branch associations. 

The Secretary, Professor Richard T. Ely, reported 
upon the condition and prospects of the Association, 
that the year had been one of prosperity. The mem- 
bership, which as regards numbers is of least impor- 
tance, was as follows at different dates : 

Number on first list, March 1886 182 

" at Boston meeting, May 1887 300 

" on second list, July 1888 455 

' ' at present 500 

The manner of joining the Association is upon 
invitation of members, and there had been an unwar- 
ranted hesitation in extending these invitations. 

The right, of course, is reserved to refuse to enter 
any objectionable names. 

The foreign influence of the Association is very 
encouraging. In Oxford, England, an economic 
Association has been formed, modeled after the Amer- 
ican Association, while our foreign membership is 
increasing. An Australian Economic Association 
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was organized at Sydney in 1887, and the first issue 
of "The Australian Economist," the organ of the 
Association, contained as its leading article, an 
account of the meeting of the American Association 
at Saratoga in September 1885, and quoted Professor 
Alexander Johnston's remarks on that occasion : 
" Bagehot speaks of the 'crust' which grows up at 
some stages of human development preventing any 
further development. This is an effort to stop the 
formation of any ' crust ' on the development of 
economics, to assert the economic right to attempt to 
develop in every direction, unhampered by any accu- 
sation of heterodoxy, with the assurance that unlim- 
ited freedom of individual attempt to develop will 
bring about the truest, most natural and healthiest 
development." The motto of the economist is Addi- 
son's saying : "Much may be said on both sides." 

Gifts received by the Association were thirty-four 
volumes of reports from Korosi, the statistican at 
Buda Pesth, also $150 for a prize from Mr. Taylor, of 
"America," the new Chicago weekly. Other prizes 
are in prospect. 

The prospects of the Association are bright. We 
may make it what we will by harmonious cooperation 
and zeal. Our interests are identical not rival. Our 
publications are not the rivals of any other publica- 
tions. 

The reports from Branch Associations are encourag- 
ing. There is no reason why the membership should 
not reach 10,000 members in all. The possibilities 
are immense. 

It is important that the Association should be incor- 
porated, so that it can receive endowments, and it 
can then establish headquarters perhaps at Wash- 
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ington or New York, where large collections of books, 
documents, etc., can be deposited. Also, a permanent, 
paid manager should be secured, a young man of 
gifts and business aptitudes, whose position would 
thus correspond, somewhat to that of a fellowship in 
economics in a university — some one who might wish 
to carry on research in Washington or New York, 
where a true bureau of information could be estab- 
lished. The expense would not be great, and could 
be met by a small endowment, while the encourage- 
ment to research would be very great. Money is 
desired for this, for prizes and for publications, and 
it is our own fault if it is not secured sooner or later. 
In conclusion, there is much satisfaction as we 
look back on the past, and hope as we look forward 
to the future. 
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